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SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Montana  State  Library  is  included  in  the  back 
of  this   report. 
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1.  Monitor  and  adhere  to  expenditure 
limitations  to  avoid  overspending  of 
General   Fund  appropriations. 

Agency   Reply:      Concur.      See  page  22. 

2.  Recognize  revenue  in  accordance  with 
generally  accepted  accounting  princi- 
ples and  state  accounting  policies. 

Agency  Reply:      Concur.     See  page  22. 

3.  Maintain  adequate  internal  controls 
over  payroll. 

Agency   Reply:      Concur.     See  page  22. 

4.  Only  allow  holidays  authorized  by  state 
law. 

Agency   Reply:      Concur.      See  page  22. 

5.  Properly  record  income  and  expenditures 
in  the  accounting  records. 

Agency   Reply:      Concur.      See  page  23. 


INTRODUCTION 

We  performed  a  financial  compliance  audit  of  the  Montana  State 
Library  for  the  fiscal  years  ended  June  30,  1980  and  1981.  The 
objectives  of  the  audit  were  to:  (1)  determine  if  the  State  Library's 
financial  statements  present  fairly  its  financial  position  and  results 
of  its  operations  for  the  fiscal  years  ended  June  30,  1980  and 
1981;  (2)  determine  if  the  State  Library  complied  with  applicable 
rules  and  regulations;  and  (3)  make  recommendations  for  the 
improvement  in  the  management  and  internal  controls  of  the  State 
Library. 

We  thank  the  State  Library  officials  and  staff  for  their  coopera- 
tion and  assistance  during  our  audit. 
Cost  of  Implementing  Recommendations 

In    accordance    with    section  5-13-307,    MCA,    we    analyzed    the 
costs    of    implementing    the    recommendations    made    in    this    report. 
Each    report  section  discloses  the  cost,   if  significant,  of  implement- 
ing the  recommendation. 
GENERAL 

The  State  Library,  established  by  the  legislature  in  1929, 
provides  library  service  at  the  state  level,  serving  state  government 
and  supplementing  local  libraries  where  their  resources  are  insuffi- 
cient. The  State  Library  promotes  the  development  of  adequate 
public  libraries  throughout  the  state;  distributes  state  publications 
to  depository  libraries;  and  expends  funds  available  from  federal, 
state,  and  private  sources  for  the  purpose  of  fostering  library 
development.  In  addition,  the  State  Library  provides  services  to 
state  agencies  and  employees,  the  blind  and  physically  handicapped 
and  persons  in  state  institutions. 
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The  State  Library  is  under  the  general  supervision  of  the 
State  Library  Commission.  The  commission  consists  of  three  members 
appointed  by  the  governor  for  three-year  terms.  The  state  superin- 
tendent of  public  instruction  and  the  librarian  of  the  University  of 
Montana  serve  as  ex  officio  members.  The  commission  annually 
elects  a  chairman  from  its  membership.  It  employs  as  its  executive 
officer  a  librarian  who  is  not  a  member  of  the  commission,  and  who 
performs  duties  assigned  by  the  commission. 

The  State  Library  provides  many  of  its  services  through  a 
system  of  six  regions,  called  federations,  throughout  the  state. 
Each  federation  includes  a  headquarters  library  which  is  a  public 
library  located  in  one  of  the  principal  cities  within  the  federation. 
While  the  federation  headquarters  libraries  are  not  an  integral  part 
of  the  State  Library,  their  operations  are  partially  funded  by 
grants  from  the  State  Library.  The  funds  are  used  to  provide 
services  to  federation   libraries. 

Montana  citizens  wanting  library  services  are  encouraged  to 
use  their  local  library  first.  If  the  local  library  is  unable  to  meet 
the  needs  of  its  citizens,  it  may  request  assistance  from  its  federa- 
tion headquarters  library,  which,  if  necessary,  may  request  assis- 
tance from  the  State  Library.  The  State  Library  cooperates  with 
all  six  of  the  federation  libraries  and  the  university  system  libraries. 
The  federation  system  and  the  program  of  inter-library  cooperation 
is  intended  to  make  available  to  all  citizens  in  the  state  the  materials 
and  services  of  libraries. 


The  State  Library  operates  five  programs: 


1.  General  Library  Services  -  the  purposes  of  this  program 
are  to  supplement  the  services  of  the  public  libraries 
throughout  the  state,  promote  the  development  of  public 
libraries,  promote  adequate  library  services  to  all  resi- 
dents in  the  state,  to  develop  the  State  Library  collection, 
and    provide    services    to    state    agencies    and    employees. 

2.  Library  Network  -  the  purpose  of  this  program  is  to 
encourage  inter-library  networks  to  help  make  library 
materials  in  any  public  library  available  to  all  citizens 
throughout  the  state. 

3.  Institutional  Library  Services  -  the  purpose  of  this 
program  is  to  make  library  materials  and  services  avail- 
able   to    residents    of    the    state's    custodial    institutions. 

4.  Library  Services  for  the  Blind  and   Physically  Handicapped 
the  purpose  of  this  program  is  to  provide  library  services 
to    blind    and     physically    handicapped    residents    of    the 
state  on   a   level   comparable  to  that  available  to  all  other 
state  residents. 

5.  Administration   -  the  purpose  of  this  program  is  to  provide 
for  the  administration  of  the  other  programs. 


The  State  Library's  total  expenditures  and  withdrawals  for 
the  years  ended  June  30,  1980  and  1981  were  $1,161,905  and 
$1,137,019,  respectively.  Funding  was  derived  primarily  from  the 
General  Fund,  coal  severance  tax,  and  federal  moneys  received 
under  the  Library  Services  and  Construction  Act  (LSCA),  Public 
Law  84-597. 

The  amount  awarded  through  LSCA  is  based  on  an  annual 
state  plan  submitted  after  September  30  of  each  year.  The  possibil- 
ity exists  that  the  State  Library  will  not  receive  federal  funding  in 
the  future.  If  this  were  to  occur,  the  State  Library  would  be 
required  to  reduce  library  activity  or  obtain  additional  money  for 
operations  from  other  sources. 


EXPENDITURES 

In  our  review  of  year-end  expenditure  transactions  we  noted 
book  expenditures  relating  to  fiscal  year  1979-80  which  were 
recorded  in  fiscal  year  1980-81.  The  expenditure  was  a  valid 
obligation  in  fiscal  year  1979-80,  because  the  books  were  already 
received.  The  fiscal  year  1979-80  appropriation  was  completely 
expended  at  June  30,  1980.  If  the  transactions  were  properly 
recorded,  the  State  Library  would  have  overspent  its  General  Fund 
appropriation  for  fiscal  year  1979-80  by  $698. 

RECOMMENDATION   #1 

WE   RECOMMEND  THE  STATE   LIBRARY  MONITOR   AND  ADHERE 
TO     EXPENDITURE     LIMITATIONS    TO    AVOID    OVERSPENDING 
OF   GENERAL   FUND   APPROPRIATIONS. 

GRANT   DEFERRALS   AND  ACCRUALS 

When  federal  grant  funds  are  received  in  advance  of  expendi- 
tures, the  portion  not  earned  as  of  fiscal  year-end  should  be 
recorded  as  deferred  revenue  according  to  state  accounting  policy 
and  generally  accepted  accounting  principles.  When  expenditures 
exceed  revenue,  the  portion  not  received  should  be  recorded  as 
accrued   revenue. 

At  the  end  of  fiscal  year  1978-79,  the  State  Library  did  not 
defer  revenue  of  $25,628,  and  in  fiscal  year  1979-80  the  State 
Library  did  not  defer  revenue  of  $4,126  in  the  Special  Revenue 
Fund.  Revenue  was  not  accrued  or  deferred  in  fiscal  year  1980-81. 
As  a  result,   expenditures  exceeded   revenue  by  $8,197  in  the 


Special   Revenue  Fund.     This  amount  represents  unrecorded   revenue 
and  an  understatement  in  the  Federal  Cost  Reimbursement  Receivable 
for  fiscal  year  1980-81. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  STATE  LIBRARY  RECOGNIZE  REVENUE 
IN  ACCORDANCE  WITH  GENERALLY  ACCEPTED  ACCOUNTING 
PRINCIPLES  AND  STATE  ACCOUNTING  POLICIES. 

PAYROLL 

Internal  Control 

For  most  of  the  audit  period,  we  found  internal  controls 
inadequate  over  payroll.  Segregation  of  duties  did  not  exist 
because  one  employee  was  responsible  for: 

1.  updating  and  approval  of  prepayroll; 

2.  preparation    and    signing    of    initial    payroll    status    forms; 
and 

3.  distribution  of  payroll  checks. 

To  ensure  the  adequacy  of  internal  controls,  the  above  duties 
should  be  segregated  between  responsible  employees.  Without 
adequate  internal  controls,  there  is  an  increased  chance  of  fictitious 
persons  on  the  payroll,  unauthorized  pay  increases,  and  employees 
on  the  payroll  after  their  termination  date.  Through  substantive 
testing,  we  determined  payroll  expenditures  for  fiscal  year  1979-80 
and  1980-81  were  reasonable. 

The  State  Library  corrected  the  above  weaknesses  during 
fiscal    year    1980-81    after    we    brought  them   to  their  attention.      In 


our  final  review  of  payroll,   we  determined  existing  internal  controls 
were  adequate. 

RECOMMENDATION   #3 

WE    RECOMMEND   THE    STATE    LIBRARY  MAINTAIN   ADEQUATE 

INTERNAL   CONTROLS  OVER    PAYROLL. 

Unauthorized   Leave 

During  Thanksgiving  and  Christmas,  the  State  Librarian 
allows  personnel  to  take  one  day  off,  in  addition  to  regular  state 
holidays,  without  recording  it  on  leave  records.  The  "free"  day  is 
given  to  24  employees.  Based  on  the  average  hourly  salary  of 
$6.98,  this  results  in  $1,340  of  salaries  paid  for  hours  not  worked. 
The  only  legal  state  holidays  are  those  approved  by  the  legislature, 
as  defined   in  section  1-1-216,   MCA. 

RECOMMENDATION  #4 

WE    RECOMMEND  THE  STATE    LIBRARY   ONLY  ALLOW   HOLIDAYS 

AUTHORIZED   BY   STATE    LAW. 

CETA  ACCOUNTING 

During  the  audit  period,  the  State  Library  employed  three 
persons  under  the  CETA  program.  The  procedures  utilized  to 
record  the  expenditures  and  income  by  the  State  Library  were 
incorrect.  As  reimbursements  were  received  from  CETA  in  fiscal 
year  1980-81,  expenditures  were  abated  instead  of  recording  income. 
Recording    receipts   by   offsetting   expenditures   eliminates   the  effect 


of  the  entire  transaction  on  the  accounting  records.  Because  of 
this  error,  income  and  expenditures  are  understated  by  $7,582  for 
fiscal  year  1980-81. 

During  fiscal  year  1979-80,  a  different  procedural  problem 
was  noted.  The  expenditures  were  recognized  as  incurred  and 
also  when  reimbursement  was  received.  As  a  result,  income  for 
fiscal  year  1979-80  was  overstated  by  $2,003,  while  expenditures 
were  overstated  by  $2,424. 

RECOMMENDATION  #5 

WE     RECOMMEND    THE    STATE    LIBRARY    PROPERLY    RECORD 

INCOME  AND   EXPENDITURES   IN  THE  ACCOUNTING   RECORDS. 

INTERNAL  CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  State  Library's  system  of  internal  accounting  control  to 
establish  a  basis  for  reliance  thereon  in  determining  the  nature, 
timing,  and  extent  of  other  auditing  procedures  necessary  for 
expressing  an  opinion  on  the  financial  statements  and  to  assist  in 
planning  and  performing  our  examination  of  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
control   should   not  exceed  the  benefits  derived  and  also  recognizes 


that    the    evaluation   of  these   factors   necessarily   requires   estimates 
and  judgments  by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses 
in  the  system  of  internal  accounting  control  because  it  was  based 
upon  selective  tests  of  accounting  records  and  related  data.  Our 
tests  did  not  disclose  any  material  weaknesses  in  internal  control; 
however,  those  internal  control  weaknesses  identified  during  the 
audit  which  warrant  management's  attention  are  described  in  various 
sections  of  this  report.  The  payroll  internal  control  weakness  is 
noted  on  page  5. 
COMPLIANCE  WITH    FEDERAL   LAWS  AND   REGULATIONS 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
requirements  in  the  U.S.  Office  of  Management  and  Budget,  Circu- 
lar A-102,  Attachment  P.  This  circular  provides  for  audits  of 
financial  operations,  including  compliance  with  certain  provisions  of 
federal  laws  and  regulations. 

Our  tests  of  compliance  were  performed  on  a  sample  of  LSCA 
money  received  by  the  State  Library.  For  the  transactions  tested, 
we  found  the  State  Library  in  substantial  compliance  with  the 
terms  of  the  agreements  and  those  provisions  of  federal  laws  and 
regulations  that  could  have  a  material  effect  on  the  financial  state- 
ments and  reports.  Nothing  came  to  our  attention  that  causes  us 
to  believe  untested  compliance  issues  are  not  in  accordance  with 
applicable  laws  and  regulations. 
PRIOR   AUDIT   RECOMMENDATIONS 

The  State  Library  was  audited  under  contract  with  our  office 
for    the    fiscal    year    ended    June  30,    1979.      The   CPA   firm's    report 


contained  four  recommendations.  The  State  Library  concurred  with 
three  of  the  recommendations  and  did  not  concur  with  one.  They 
have  implemented  or  partially  implemented  one  recommendation,  did 
not  implement  one  recommendation,  and  two  recommendations  were 
no  longer  applicable.  We  have  addressed  prior  recommendations 
partially  implemented  or  not  implemented  in  various  sections  of  this 
report. 


AUDITOR'S   REPORT  AND   FINANCIAL  STATEMENTS 


JAMES  H.GILLETT.C.P.A. 

ACTING  LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHNW.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Combined  Balance  Sheets  of  the  various 
funds  and  account  group  of  the  Montana  State  Library  as  of  June  30, 
1981  and  the  Combined  Statement  of  Revenues,  Expenditures  and 
Changes  in  Fund  Balance,  Budget  and  Actual  of  such  funds  for 
the  fiscal  years  ended  June  30,  1980  and  1981.  Our  examination 
was  made  in  accordance  with  generally  accepted  governmental 
auditing  standards  for  financial  compliance  audits  and,  accordingly, 
included  such  tests  of  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

The  State  Library  recorded  expenditures  relating  to  fiscal 
year  1979-80  in  fiscal  year  1980-81.  If  the  transactions  had  been 
properly  recorded,  the  State  Library  would  have  overspent  its 
appropriation  authority  by  $698  in  fiscal   year  1979-80. 

The  State  Library  did  not  properly  defer  federal  revenues  on 
its  Combined  Statements  of  Revenues,  Expenditures,  and  Changes 
in  Fund  Balance  -  Budget  and  Actual  for  fiscal  years  ended  June  30, 
1980  and  1981.  As  a  result,  the  July  1,  1979  Special  Revenue 
Fund,  fund  balance  is  overstated  by  $25,628  and  the  June  30,  1980 
Special   Revenue  fund  balance  is  overstated   by  $4,126. 
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The  State  Library  did  not  properly  accrue  revenues  at  June  30, 
1981,  which  resulted  in  an  $8,197  understatement  of  the  Special 
Revenue  Fund  accounts  receivable  and  fund  balance  on  the  Combined 
Balance  Sheet  -  All  Fund  Types  June  30,  1981.  This  error  also 
resulted  in  an  $8,197  understatement  of  the  Special  Revenue  Fund 
revenue  and  fund  balance  on  the  Statement  of  Revenues,  Expendi- 
tures, and  Changes  in  Fund  Balance  -  Budget  and  Actual  for  the 
fiscal   year  ended  June  30,    1981. 

In  our  opinion,  except  for  the  matters  discussed  in  paragraphs 
three  and  four,  the  financial  statements  referred  to  above  present 
fairly  the  financial  position  of  such  funds  of  the  State  Library  at 
June  30,  1981  and  the  results  of  its  operations  and  the  changes  in 
fund  balances  of  such  funds  for  the  two  fiscal  years  then  ended, 
in  conformity  with  generally  accepted  accounting  principles  which, 
except  for  the  change,  with  which  we  concur,  in  the  combination 
of  funds  as  described  in  note  1  to  the  financial  statements,  have 
been  applied  on  a  consistent  basis. 

Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  statements  taken  as  a  whole.  The  accom- 
panying Schedule  of  Federal  Grant  Receipts  and  Disbursements  for 
the  Special  Revenue  Fund  is  presented  for  disclosure  purposes  as 
required  by  "Guidelines  for  Financial  and  Compliance  Audits  of 
Federally  Assisted  Programs"  and  is  not  a  required  part  of  the 
combined  financial  statements  for  the  State  Library.  This  schedule 
has  been  subjected  to  the  auditing  procedures  applied  in  the 
examination    of    the   basic   financial    statements;    and    in   our  opinion. 
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except  for  the  matters  discussed  in  paragraphs  3  and  4,  this 
information  is  fairly  stated  in  all  material  respects  in  relation  to 
the  basic  financial  statement  taken  as  a  whole. 

Respectfully  submitted, 


"ames  H.    Gillett,    CPA 
Acting   Legislative  Auditor 


November  19,    1981 
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MONTANA  STATE  LIBRARY 
COMBINED  BALANCE  SHEET  -  ALL  FUND  TYPES 
AND  ACCOUNT  GROUPS 
JUNE  30,  1981 


ASSETS 
Revolving  Cash  Funds 
Cash  in  Treasury 
Accounts  Receivable 
Appropriation  Authority  Available 

to  pay  Accrued  Expenditures 
General  Fixed  Assets  -  Equipment 
General  Fixed  Assets  -  Books 
Total  Assets 

LIABILITIES  AND  FUND  BALANCE 
Due  to  the  General  Fund 
Accrued  Expenditures 
Total  Liabilities 

Investment  in  General  Fixed  Assets 
Fund  Balance/Retained  Earnings 
Total 

Total  Liabilities,  and 

Fund  Balance/Retained  Earnings 


Governmental 

Fund  Types 

Account 
Groups 

General 
Fund 

Special 
Revenue 
Fund 

General 
Fixed 
Assets 

$  350 
7,688 

$49,923 

984 

$106,227 
653,695 

9,022 

49,923 

759,922 

8,038 
984 

53,266 

4,813 

58,079 

(8,156) 
(8,156) 

$49,923 

9,022 

-0- 

759,922 
-0- 

-0- 

759,922 

$9,022 

$759,922 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement, 
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REVENUES: 
Federal  Ass 
Total  Re 

EXPENDITURES 
General  Lib 
Library  Net 
Institution 
Services  to 
Administrat 
Total  Ex 

EXCESS  OF  CU 
(UNDER)  CURR 

OTHER  FINANC 

Prior  Year 

Support  Froi 

Consolidate 

Total  Ot 

EXCESS  OF  RE 
EXPENDITURES 

FUND  BALANCE 
JULY  1  ,  19. 

FUND  BALANCE 
JUNE  30,  1 


The  notes  to  th' 


MONTANA  STATE  LIBRARY 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


GOVERNMENTAL  FUND  TYPES 


REVENUES: 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
General  Library  Services 
Library  Networks 
Institutional  Library  Services 
Services  to  the  Blind  and  Handicapped 
Administration 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Support  From  (To)  General  Fund 
Consolidated  Entity  Transfers 

Total  Other  Financing  Sources  (Uses) 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE,  Retained  Earnings, 
JULY  ] ,  1980 

FUND  BALANCE,  Retained  Earnings, 
JUNE  30,  1981 


General  Fund 

Special  Revenue 

1  Fund 

Variance 

Variance 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$   -0- 

$   -0- 

$   -0- 

$458,079 

$418,898 

$(39,181) 

-0- 

-0- 

-0- 

458,079 
762,449 

418,898 
583,779 

(39,181) 

116,561 

116,561 

-0- 

178,670 

75,764 

75,763 

1 

84,172 

77,093 

7,079 

52,433 

52,433 

-0- 

37,352 

37,352 

-0- 

53,789 

53,789 

-0- 

40,523 

40,523 

-0- 

48,386 

48,386 
346,932 

-0- 

44,457 
968,953 

44,457 
783,204 

-0- 

346,933 

1 

185,749 

(346,933) 

(346,932) 

1 

(510,874) 

(364,306) 

146,568 

320 

320 

-0- 

(51) 

(51) 

-0- 

346,613 

346,612 

(1) 

450,000 
499,949 

352,075 
352,024 

(97,925) 

346,933 

346,932 

(1) 

(97,925) 

-0- 

-0- 

-0- 

(60,925) 

(12,282) 

48,643 

-0- 


$  -0- 


$  -0- 


$  -0- 


4,126 


4,126 


$(56,799)   $  (8,156) 


-0- 


$  48,643 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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REVENUES: 
Federal  Ai 
Total  R. 

EXPEND  I TUR] 
General  L: 
Library  Ni 
Instituti( 
Services  1 
Administr; 
Total  1 

EXCESS  OF  ( 
(UNDER)  CUl 

OTHER  FINAI 

Prior  Yeai 

Support  F] 

Consolidal 

Total  ( 

EXCESS  OF  I 
EXPEND I TURI 

FUND  BALANC 
JULY  1,  ] 

FUND  BALANC 
JUNE  30, 


The  notes  to  t 


MONTANA  STATE  LIBRARY 


REVENUES: 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
General  Library  Services 
Library  Networks 
Institutional  Library  Services 
Services  to  the  Blind  and  Handicapped 
Administration 

Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Support  From  (To)  General  Fund 
Consolidated  Entity  Transfers 

Total  Other  Financing  Sources  (Uses) 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE,  Retained  Earnings, 
JULY  1,  1979 

FUND  BALANCE,  Retained  Earnings, 
JUNE  30,  1980 


COMBINED 

STATEMENT 

OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND 

BALANCE  -  BUDGET 

AND 

ACTUAL 

FOR 

THE  FISCAI 

,  YEAR 

ENDED  JUNE 

30, 

1980 

GOVERNMENTAL 

FUND  TYPES 

General  Fund 

Special  Revenue 

Fund 

Variance 

Variance 

Favorable 

Favorable 

Budget 

Actual 

(Unfc 

ivorable) 

Budget 

Actual 

(Unfavorable) 

$   -0- 

$   -0- 

$ 

-0- 

$  447,175 

$401,388 

$(45,787) 

-0- 

-0- 

-0- 

447,175 
908,646 

401,388 
619,789 

(45,787) 

109,891 

109,891 

-0- 

288,857 

70,220 

70,220 

-0- 

76,449 

76,311 

138 

47,281 

47,281 

-0- 

39,484 

39,484 

-0- 

49,617 

49,617 

-0- 

41,434 

41,432 

2 

55,810 

55,808 
332,817 

2 
2 

28,798 
1,094,811 

28,798 
805,814 

-0- 

332,819 

288,997 

(332,819) 

(332,817) 

— 

2 

(647,636) 

(404,426) 

243,210 

522 

522 

-0- 

(644) 

(644) 

-0- 

332,297 

332,295 

(2) 

500,000 
499,356 

383,568 
382,924 

(116,432) 

332,819 

332,817 

— 

(2) 

(116,432) 

-0- 

-0- 

-0- 

(148,280) 

(21,502) 

126,778 

-0- 


25,628      25,628 


-0- 


-0- 


$  -0- 


$(122,652)    $   4,126      $126,778 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA   STATE    LIBRARY 

Notes  to  the  Financial   Statements 

Fiscal   Years   Ended  June  30,    1980  and  1981 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 
Basis  of  Accounting 

The    preceding    financial    statements    were    prepared    from    the 
Statewide  Budgeting  and  Accounting  System  (SBAS). 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  valid  obligations. 
Revenues  are  recorded  when  received  in  cash  unless  susceptible  to 
accrual.  Revenues  are  susceptible  to  accrual  if  they  are  both 
measurable  and  available  to  finance  expenditures  of  the  fiscal 
period,  and  are  not  received  at  the  normal  time  of  receipt. 
Fund  Types 

The  state  of  Montana  accounts  are  organized  by  a  fund  struc- 
ture as  outlined  in  section  17-2-102,  MCA.  For  financial  presenta- 
tion, these  funds  have  been  reclassified  according  to  the  recom- 
mended format  established  by  the  National  Council  on  Governmental 
Accounting  (NCGA),  Governmental  Accounting  and  Financial  Report- 
ing  Principles  Statement  1. 

Reclassified  Governmental   Funds 

The  General   Fund    -    to    account    for    all    moneys    used    for   the 
general  operations  of  the  State  Library. 

Special   Revenue  Fund   -  to  account  for  the  proceeds  of  specific 
revenue    sources    that    are    legally    restricted    to    expenditures 
for     specific     purposes.        This     includes     Earmarked     Revenue 
Fund,     Federal    and    Private    Revenue    Fund,    and    Federal    and 
Private  Grant  Clearance  Fund. 
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Inventories 

There   is   no   recorded   asset   for   supplies    inventory   because   it 
is    immaterial.       Supplies    are    expensed    at    the    time    of    purchase. 
General   Fixed   Assets 

The  financial  statements  reflect  the  cost  of  general  fixed 
assets  and  library  books.  Depreciation  is  not  provided  on  general 
fixed  assets. 

Vacation  and  Sick   Leave 

Employees  accrue  eight  hours  of  sick  leave  and  ten  hours  of 
vacation  leave  each  month.  Vacation  leave  accrual  rates  increase 
after  ten  years  of  service.  In  the  event  of  termination,  an 
employee  is  paid  for  100  percent  of  accumulated  vacation  and 
25  percent  of  accumulated  sick  leave.  Accumulated  vacation  and 
sick  leave  monetary  liability  is  not  calculated  until  an  employee 
terminates  and  is  not  readily  determinable  at  June  30,  1981. 
2.      EMPLOYEES'    RETIREMENT   SYSTEM 

The  State  Library's  employees  are  covered  by  the  Public  Em- 
ployees' Retirement  System  (PERS).  Under  this  plan,  the  state 
contributes  6.2  percent  of  an  employee's  gross  wages  to  PERS. 
During  fiscal  year  1979-80  and  1980-81,  the  State  Library  contri- 
buted $18,675  and  $21,721,  respectively.  At  June  30,  1981,  the 
Public  Employees'  Retirement  System  was  actuarially  sound,  based 
on  the  report  by  the  system's  actuary.  The  unfunded  past  service 
costs  and  the  actuarially  computed  value  of  the  vested  benefits  are 
not  readily  available  for  members  of  the  plan  employed  by  the 
State   Library. 
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3.  INSURANCE 

The  State  Library  is  insured  by  the  state  of  iVIontana's  self- 
insurance    plan    administered    by   the   Department  of   Administration. 

4.  BUDGET    INFORMATION 

The  State  Library  utilizes  a  fixed  annual  basis  of  budgeting. 
Under  the  fixed  annual  method,  appropriations  of  specific  dollar 
amount  are  set  for  each  fiscal  year  of  a  biennium  by  the  legislature. 
Appropriations  control  the  State  Library's  financial  operations 
during  each  fiscal  year.  At  the  end  of  each  year,  the  State 
Library's  General  Fund,  Earmarked  Revenue  Fund,  and  Federal 
and  Private  Revenue  Fund  appropriation  authority  revert  to  the 
fund  of  original  appropriation.  The  reverted  appropriation  authority 
may  be  used  in  the  subsequent  year  as  authorization  for  valid 
prior  year  obligations. 

Budget     amendments     represent     the     authorization     to     spend 
funds  not  available  for  consideration  by  the  legislature  but  available 
from    sources    other    than    the    General     Fund    or    Federal     Revenue 
Sharing    moneys.      They    are    subject   to   approval   of   the   Governor. 

5.  PENDING   LITIGATION 

As  of  the  report  date  the  State  Library  is  involved  in  litiga- 
tion alleging  employment  discrimination.  Legal  counsel  for  the 
State    Library    advised    that    the    potential    liability    is    not    material. 

6.  FEDERATION   ASSETS 

The    general   fixed   asset   balance   of   $759,922   does    not   include 
assets    at    the   local    libraries   which    are   members   of  the   federation. 
The  federation  assets  of  $295,776  at  fiscal   year  1980-81   are  accounted 
for    on    the    Statewide    Budgeting    and    Accounting    System    (SBAS). 
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The   State    Library    is    in    a    fiduciary  capacity  and   the  title  to  the 
assets  rests  with  the  federation   libraries. 
7.      CONSOLIDATED   ENTITY   TRANSFERS 

The   State    Library   receives   coal   severance  tax  money  which   is 
accounted  for  as  a  transfer  from  the  Department  of  Revenue. 


19 


MONTANA  STATE  LIBRARY 
SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS  AND  DISBURSEMENTS 
FISCAL  YEARS  ENDING  JUNE  30,  1980  AND  1981 


Grant 


Fiscal  Year 

Ending 

June  30,  1980 


Fiscal  Year 
Ending 
June  30,  1981 


RECEIPTS 


Library  Service 
and  Construction  Act 
(LSCA  Title  I  and  III) 


$420,120 


$413,536 


DISBURSEMENTS 


Library  Service 
and  Construction  Act 
(LSCA  Title  I  and  III) 


$414,800 


$425,808 


1 


This  amount  includes  $25,000  which  was  not  recorded  in  fiscal  year  1980. 
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AGENCY   REPLY 


MOIVXAIVA  STATE  1L.IBMA.MY 


930  EAST  LYNDALE  AVENUE 


HELENA.  MONTANA  59601 


RECEIVED 

l;tAR  -^  I  >38Z 

MONTANA  LEGISU^TIVE  AUDITOR 


March   30,    1982 


James  Gillett 

Acting  Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59620 

Dear  Mr.  Gillett: 

We  appreciate  your  staff's  audit  of  this  agency  and  we  thank  you 
for  the  opportunity  to  respond  to  the  recommendations. 

Our  response  to  each  recommendation  is  attached. 

We  intend  to  appear  at  the  audit  hearing  when  it  is  scheduled. 

Sincerely, 


AAc/jf 
Enclosure 


tl^. 


Alene  A.  Cooper 
Acting  State  Librarian 


RESPONSE  TO  REPORT  ON  EXAMINATION  OF  FINANCIAL  STATEMENTS 

MONTANA  STATE  LIBRARY 

Fiscal  Years  Ended  June  30,  1980  and  1981 


RECEIVED 


RECOMMENDATION  #1  wruiTAniA  ,cn,c;.-r., 
MONTANA  LEGISLATIVE  AUDITOR 

We  recommend  the  State  Library  monitor  and  adhere  to  expenditure  limitations 
to  avoid  overspending  of  general  fund  appropriations. 
AGENCY  RESPONSE 

Agree.   Fiscal  year  end  transactions  will  be  carefully  monitored. 
RECOMMENDATION  //2 

We  recommend  the  State  Library  recognize  revenue  in  accordance  with  general- 
ly accepted  accounting  policies. 
AGENCY  RESPONSE 

Agree.   If  it  should  be  necessary,  the  State  Library  will  work  with  the  De- 
partment of  Administration  to  defer  revenue  at  fiscal  year  end  1982  according  to 
state  accounting  policy  and  generally  accepted  accounting  principles. 
RECOMMENDATION  #3 

We  recommend  the  State  Library  maintain  adequate  internal  controls  over  pay- 
roll. 
AGENCY  RESPONSE 

Agree.   The  suggested  internal  controls  over  payroll  have  been  instituted. 
RECOMMENDATION  #4 

We  recommend  the  State  Library  only  allow  holidays  authorized  by  state  law. 
AGENCY  RESPONSE 

Agree.   Unauthorized  leave  was  not  granted  during  Thanksgiving  and  Christ- 
mas, 1981,  and  will  not  be  granted  in  the  future. 
RECOMMENDATION  #5 

We  recommend  the  State  Library  properly  record  income  and  expenditures  in 
the  accounting  records. 
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AGENCY  RESPONSE 


Agree.   Financial  records  will  be  monitored  and  if  errors  are  made  in  re- 
cording income  and  expenditures,  they  will  be  corrected. 
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